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R«port of Indopondoitt Certified PublJe Acoountants 

Report on die financial atatementa 
We have audited the accompanying consolidated financial statemencs of Nf IS Pennsylvania, tchich 
compose the consolidated balance sheets as of June 30, 2014 and 2013, and the related consolidated 
statements of operations and changes in unrc^tdcted net assets and cash flows for the years then 
ended, and the related notes to the consolidated financial statements. 

Management'a cesponsiblHcy for the financial statements 
Management is responsible for the piepacation and fair presentation of these consolidated financial 
statements in accordance with accounting pcinaplcs generally accepted in the United States of 
America; this indudea the design, implementation, and maintenance of internal control relevant to 
the preparation and &ir presentation of consolidated financial statements that are free fiom materia 
misstatement, whether due to fraud or error. 

Auditor'a responsibility 
Our responsibility is to express an opinion on these consoUdared financial statements based on our 
audits. We conducted our audits in accocdance with auditing standards genetaUy accepted in the 
United Stares of America and the standards applicable to financial audits contained in Govtrnmnt 
Audilini SfanJardt issued by the Comptroller General of the United States. Those standards require 
chat we plan and perforin the audit to obtain reasonable assurance about whether the consolidated 
financial statements are free fiom material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures In the consolidated fiiundal statements. The procedures selected depend on the auditor^s 
judgment, including the assessment of the risks of material misstatement of ihe consolidated 
financial statements, whether due to fraud or error. In making those nsk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
consolidated financial statements in order to design audit procedures that arc appropriate in the 
circumstances, but not for the purpose of expressing an opinion on die effectiveness of the entity's 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
^propriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaiuadi^ the overall pcesentaQon of the consolidated 
financial statements. 

Wc believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

6lM(IlartMLir 
US. n«iw In oi Oatn It-xmoA InumotW Ltd 



Opinion 
In out opinion^ the consohdaCed financial statcmenCa ceferced to above present 6aidy, in all material 
respects, the financial position of NRS Pennsylvania as of June 30, 2014 and 2013, and the changes 
in its net assets and its cash flows foe the years then ended in accordance with accounting principles 
geneiaUy accepted in the Umtcd States of America. 

Suppkmentacy infonuadon 
Our audits were conducted for the purpose of forming an opinion on the coDSolidated financial 
statements as a whole. "Hie Schedule of Expenditures of Federal Awards for the year ended June 30, 
2014, as required by the U.S. Office of Management and Budget Circular A-133, AMIHIS t^StaUs, LAS/ 
Covemments, and Non-PnjJii Or^nh^tions^ and the Intellectual Developmentad Disabilities Cost Report 
Schedule A - Expense Report and Expense Report Recondliadon for the year ended June 30, 2014, 
as required by the Waiver Direct Service Provider Audit Requirements of the Commonwealth of 
Pennsylvania) Department of Public Welfare, Office of Developmental Prc^rams, arc presented for 
purposes of addidonal analysis and are nor a required part of the consolidated financial statements. 
Such supplementary information is the responsibility of management and was derived from and 
relates ditecdy to the underlying accounting and odier records used to prepare the consolidated 
financial statements. The informadon has been subjected to the auditing procedures applied in the 
audits of the consolidated financial statements and ceitam addidonal procedures. These additional 
procedures included comparing and reconcdir^ the information directly to the undedying accounting 
and other records used to prepare the consolidated financial statements or to the consolidated 
financial statements themselves, and other addidonal procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the supplementary 
information is ^irly stated, in all material respects, in relation to the consolidated financial statements 
as a whole. 

Other reporting required by Govemsnent AwHdng Stsndaeds 
In accordance with Gwtmmal Aj*diiini Swtdards, we have also issued our report, dated October 30, 
2014, on our consideration of NHS Pennsylvania's internal control ovec financial repordng and oo 
our tests of its compliance with certain pcovisioos of laws, ceguJadons, contracts, and ^ant 
agreements and odser matters. The purpose of dtat report is to describe the sccpc of our testing of 
internal control over financial reporting and compliance and the results of that resting, and not to 
provide an opinion on the effectiveness of incemaJ control over financial reporhng or on 
compliance. That report is an integral part of an audit performed in accordance with Gmmmfni 
Auditing Standards In considenng NHS Pennsylvania's internal control over financial reporting and 
compliance. 

Philadelphia, Pennsylvania 

October 30, 2014 



NHS Pennsj^lvania 

CONSOUDATBD BALANCE SHEETS 

June 30, 

ASSETS 20U 2013 

Current assets 
Cash 9 1,803,769 $ 951,251 
Restricted cash 223,746 299,927 
Accounts receivable, net 21,562,928 22,524,123 
Due from affiliates 9,111,361 4,064,220 
Prepaid expenses and other current aasets 395,773 368.239 

Total current assets 33,097,577 28,207,760 

Property and equipment, net 9,543,783 12,917,702 
Other assets 878,613 974.349 

Total assets $43,519,973 $42,099,811 

T lARTT mp<; AKTT. irMPP^irTFn MKT A 

Current Uabihties 
Short-term borro\vu^ $14,501,702 $12,826,702 
Current maturities of long-term debt 82,103 1,885,217 
Deferred revenue, current 420,845 420.831 
Accrued payroll 5,829,460 5322,179 
Accrued expenses and othet current liabilities 4,107,555 4,407,032 

Total current liabiUdes 24,941,665 24,861,961 

Deferred revenue and other long-term liabilities 4,247,742 3,580,932 
Long-term debt, net of oirrent maturities 709,799 1,836,337 

Total liabilities 29,899,206 30379330 

Unrestricted net assets 13.620.767 11.820.581 

Total liabilides and unrestzicted net assets 143,519^973 $42,099,811 

The accompanying notes are an integral part of these consolidated finandal statements. 
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NHS Pennsylvania 

CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN 
UNRESTRICTED NET ASSETS 

Years ended June 30, 

20U 2013 

Revenues 
Net consiunet service revenue 
Other revenue 

$155,804,631 
343,957 

$156,640,185 
458,110 

Total revenues 

Espenses 
Salaries 
Empk>yee benefits 
Purchased services 
Occupancy 
Insurance 
Supplier and other 
Provision for bad debts 
Dcpredadon and amortdzadon 
Interest 

Total expenses 

156,148,588 

74,158^90 
19,172,249 
16,205,172 
9,452,255 
2,204,796 

30,002330 
1,983.690 
1,025,161 

61,633 

154,265,676 

157,078,295 

74,507,511 
18,852,862 
16321,154 

9,065,805 
2,091,360 

28,151,562 
4.!01,715 
1,426,113 

217,090 

154,633,172 

Income from operations before other item 

Other item 
Change in fair value of interest rate swap agreements 

1,882,912 

f82.726) 

2,445,123 

130337 

Excess of revenues over expenses and change in unrestricted net assets 

Unrestricted net assets, beginning of year 

1,800,186 

11,820,581 

2,575,460 

9.245,121 

Unrestricted net assets, end of year $ 13.620.767 $ 11.820,581 

The accompanying notes are an integral part of these consolidated financial statements. 
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NHS PcaDS7h«iiii 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

V«afs ended Juoe SO, 

2014 2013 

Operaoog activities 
Change in uniestrieted net assets 
Adjustmeats to reconcile change in uniestiicEed net aasecs 

CO net cash provided bj (used in) operating acdvities 

I 1,800,186 

Increase in mortgage payable fdi the purchase of property 

The accompanyuig notes are an integral part of these consolidated financial scaieaeoc& 
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$ 2,575,460 

Deprcciatioo and amortizatioD 
Pro^^on for bad debrs 
Ch^inge in fair value of interest rate 6W«^ agteemeots 
Changes in operatiog assecs and liabilities 

Rescncted cash 
Accounts receivable 
Due fiom aviates 
Prepaid expenses and other current assets 
Other assets 
Deferred revenue, cusent 
Accrued payroll 
Accrued expenses and other cuoent babiitdes 
Deferred revenue and other long-teon liabilities 

1,025,161 
1,983,690 

82,726 

76,181 
(1^22.495) 

(299,87$^ 
(27,534) 
17,914 

14 
507,281 
^,477) 
661,906 

1,426,113 
4,101,715 
(130,337) 

14,529 
(4,205,023) 
(4,069,105) 

61,460 
16,026 

(110,618) 
(101,083) 
(878,030) 
660.187 

Net cash provided by (used in) operating activities 4,505,674 (638,706) 

Investing activities 
Purchase of property and equipment (Z398,504> ri,100404) 

Net cash used in invesdng activities (^98,504) (1,100404) 

Finandi^ activities 
Net proceeds from (payments on) short-tscm borxovings 
Proceeds from issuance of long-term debt 
Pnncipal payments on lot^-term debt 

1,675,000 

(2,929,652) 

0,000,000) 
127,500 
(322.584) 

Net cash used m finandng activities (134,652) 0,195.084) 

Net increase (decrease) in casb 852,518 (3,934094) 

Cash, begmning of year 951251 4,885,545 

Casb, end of year 9 1,803,769 9 95131 

Supplemental cash flow informacion 
Interest paid 9 74,762 $ 212,841 

$ 127,500 



NfK Pduisylvaiui 

NOTES TO CONSOLIDATED FINANCIAL STATBMEhTrS 

June 30,2014 sod 2013 

NCXCE A. ORGANIZATION 

NHS Pcdnsylvftnk it & noc-foc-profit 501 (c)(3), tas-exempi orgoniztdoo incoxporaced in the Commonwealth of 
Pennt^vaoia. 

NHS Pennsylvanu it che sole corpoate membet of NHS Stevens Center, «^ch is the parent of Stevens Housing 
Corporation. NHS Pennsylvania and its subsidiary provide comprehensive community mental health and 
intefleouftl devel^>mencal disahUides services, consisdog of crisis ou^dent, pardal hospitahzation, consulting and 
education. NHS Penns^vama alao provides tesidendal, education, aftercare, foster care and case manageznoit 
services to residents of cenoil and western Pennayivania, Louisiana and New YoriL 

NHS Human Services, Inc. (NHS) is the sole corpocate member of NHS Pennsyfvatua. NHS Is a not-fbr-profii, 
tax*exen)pt corporation tiiat serves as the parent oigaruzadon of ia fo^profit and not-fn-ptofit nrganivannns, 
which are committed to deltvenng, and supporting the dchvery of, mental health, inteUectuai developmenia] 
thsabiHues, drug atid aJtuliul, |uvcuilc justice, education and other health and human sorvkca to the residents of 
Pomsyivasua, Louiaiana, New York, New Jersey, Maryland, Delaware and Virginia. 

NOTE B - SIGNinCANT ACCOUNTING POUCIES 

1. Basis ofPresentatiQQ 

The consolidated financial statements of NHS Pennsylvania are prepared snd presented in accordance with 
accounting principles generally accepted in the United States of America (U.S. GAAP) for health care 
oiganizationa. The consolidated financial statements include the accounts of NHS Pennsylvania and its subsidiary. 
All aignificaot intercompany balances and transactions have been eliminated in che consolidated financial 
satements. 

Z Usgof EsBmare^ 

In preparir^ the consolidated finandiJ satemena in coafonzury with Uii' GAAP, managanent is required to 
trtak^ estimates and assumptions that affcd the reported amounts of assets and liahUities and (he disdosute of 
contingent assets and liabilities at the date of (he consolkbced financial sotemenia and (he reported amouno of 
revenues and expenses duong the reporting period. The must significant maAftgemmt estimates and assumptions 
rdate to the determination of the allowance for doubtful accounts for recdvtblea, derivatxves, aOocatiofi of 
administrative eitpensea. assumptions used to determine babilities for self'insurcd employee benefit plans and die 
useful Uvea of property and equipment. Actual results could differ from those estimstcs. 

3. CashafldRcatrictcti Cwb 

NHS Pennsylvania partletpsees in a consolidated cash management account with other NHS affiliates. All cash 
recdpts are directed to lock boxes associated with the short-term borrowings (Note G) poor to being transfcEred 
to die consolidated account Restzicted cash represents cheat funds held by NHS Pennsylvania. 

(CooaaoerQ 
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NHS PoicsylvtcuA 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS • CONTINUED 

June 30.2014 and 2013 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES • Cooonued 

4. Ngt CQDBui^gp Rgwnug and Agcoimfs RccgfVflble 

NHS Peiuuflvania receives iti (unding through contracts with states, various cities and counties, £B<leral programs, 
and agreements \vith managed care and maurance otganizadotts. 'ntese contracts generally mto two categories: 
cost reunbucsement and ^ee•^o^se^vke. 

Net coQsumer service revenue and accounts receis^Ie are reported at the estimated net realizable amounts &om 
consumers, third-party payors, and others for services rendered, mduding estimaied retroactive settlementB under 
rambutsemeni agreements with third-party payors. Faymcot aoingemencs include prospectively determined fee-
for-sovice Dtes. The ulomate detecmiaaiioo of amounts rombursablc under cost reunburseoieot fontrarts is 
based upon aUowaUe costs to be reported to audited by giantors and/or tbeir agents. NHS Pennsytvama 
tecogtU2ed approumately 91,800,000 and $2,900,000 of retroactive settlements dudng the fiscal years ended 
June 30, 2014 and 2013, respectively. 

Laws and regulations governing these programs arc complex and subject to ialcrprelstion. NHS Pennsytvama 
believes that it is in compliance with all applicable laws and emulations. Compliance with such laws and regulations 
can be subject to future regulatory review and interpcetatioD. 

5. Allowance for Doubtful Accounts 

The allowance for doubtfiiJ accounts is maintained to absorb losses in NHS Pennsylvania's accounts receivable. 
NHS Pennsylvania continually monitors accounts receivable for coUecttblliiy issues. An allowance for doubtful 
accounts is based upon management's juc^ment and ia established based on a review of the types of individual 
accounts, ptior coUecdon history, the nature of the sovice provided and other pertinent Caciots. Accounts deemed 
uncollectible are dtirgcd to the allowance. The allowaoce foe doubtful accounts was approziniat^ $3,161,000 and 
$4,528,000 at June 30.2014 and 2013. rcspectivHy. 

6. P^rr^ Unbilled Aeeouftts Receivable 

NHS Pennsylvania is reunburaed by fuodiog agencies for expenses in program-funded opetaoons. Ccnam 
expenses are accrued for financial reporting purposes, but are not billed as program cxpcnditutcs until paid lb 
propcdy match revenue and expenses, NHS Pennsylvama records an earned but unbilled accounts recdvable for 
this accrual, and the related liability is included m accrued expenses. At June 30, 2014 and 2013, earned but 
unbilled accounts receivable of $199,798 and $158,080, respectively, are included in other current assets on the 
consolidated balance sheets and arc andbuiable to accrued vacation expenses. 

Property and equ^ment are recorded at cost. Depredation has been provided by the straight'line method over the 
estimated useful lives of the related assets as follows: 

Buildings and building improvements 10-30 years 
Equipment, funuMce and automobiles 3-20 years 

(Continued) 



NHS Peons^hraim 

NOTBS TO CONSOLIDATED FINANCIAL STATEMENTS • CONTINUED 

June 30» 2014 and 2015 

NOIE B - SIGNIFICANT ACCOUNTING POLICIES . Continued 

8. Defared Rerenue 

Porticuu of gcant iWArdi are utiltzed to pufcha»? property and equipEoeQi. NHS Pcnnsylvafia fau defeniKl (fa« 
recogaidon of gnnt revenue related to dicse aojuisitioai until the equipment is depreciated to properly matrh 
grant revenue and dcpredatico uqKnae. 'Hiis defeoal is recorded as defezred revenue. Such property acquired Is 
cooaidered to be ovned by NHS Pennsyivania while used in the ptognm for wbtdi it was purchased or in other 
future autbonzed progrvna; however, the funding agencies nuinoin a eeversionaiy interest in the ptc^ierty. lis 
diq>odbon, as well as the ownership of any proceeds thereftom, is subject to government rcguhtions. 

9. DefTVfttfve InatmmenQ md Actmry 

NHS Pennsylvania entered into tniercst race swap agreements to manage its exposure to movements in inrerest 
rates on long lerni obligations. The use of interest rate swaps reduces the exposure to this risk, with the in rent to 
reduce interest expense to NHS Petmsylvaaia over time. NHS Pennsylvania does not use destvatzvea for trading 
purposes. Derivatives are recorded at ^ value. The net cash amounts paid oc received on the contracts are 
accrued and reccgniaed as adjustments to interest expense over the periods of the contracu (Note 113). 

NHS Pennsylvania has estabbshed pobdes and procedures to limit the potential for counterparty credit nsk, 
including establishing limits for credit exposure and cootmuaUy assessing the creditworthiness of court terpartiea. 
NHS Pennsylvania's exposure to credit risk associated with its dedvadve financial bstruments is measured on an 
individual counterparty basis, as well as by ^oups of counterparties that share similar attributes. As of June 30, 
2014, NHS Pennsylvania was not exposed to any nsk of loss. 

10. Tneome Taxes 

A tax position is recognized or detccognlzed by NHS Pennsylvania and its subsidiary based on a "more likely than 
not" threshold Dus applies to positions or expected to be taken in a tax return. NilS Pennsylvania and its 
aubakiiory do not believe their consolidated financial statemeais indudc any material uncertain tax posiiiotis. NHS 
Pconsylvaflia and its aubsidiary are no locker sul^ect to U.S. Federal and state tax cxaminaoons for the year ended 
June 30,2010 and prior. 

U- BfflUaafiaapM 

Certam accounts in die prior year coasolidaied finanrial statexnentB have been tedasaificd for con^Mrarive 
purposes to conform to the presentation in (be current year coosoUdated financial statemcnis. These 
reclMaifications had no impact on the total assets, total li^xlides or net assets. 

10 



NHS Peansylvinu 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS « CONTINUED 

June 30,2014 aad 2013 

NOTE C. NET CONSUMER SERVICE REVENUE 

Cooccnctttioos ol revenue* ue as foUow for (beyeatcs ended June 30: 

2014 

Mended care ocganiMdoni 
Medicd Assistance 
County contracts 

Net accounts receivable consuted of die following at June 3(h 

County 
Managed care otganmooos 
Medical Asaiatance 
Other third parties 

NOTE D - PENSION PLAN 

41% 
26% 
19% 

2014 

42% 
25% 
19% 

iQll 

I M20»504 I 5,531^ 
6^,451 7,797,514 
6,676,571 6,624,262 
2.S95.4Q2 2.571.Q39 

l_2L562,522a $.2^022 

NHS bw a 403(b) pfaio for aubstandaOy all employees of NHS and certain aiEhatea, induding NHS Penoaylva&ia. 
Vesting in the plan ia immediate. Hn^loyce contnhiiiinna to die plan are matched at 50%, up to 4% of die 
employee's salary. Duta^ the year ended June 30, 2013, NHS approved an additional <hacrebooaiy ooe-lime 
match of 2% of the employee's salary. 

Employer contribudons, including (he adcUnonal ooe-dme match, for the years ended June 30.2014 and 2013 were 
1345,679 and |787,798. respectively. 

11 



NHS Pennsylvania 

NOTES TO CONSOLIDATED FINANQAL STATEMENTS - CONTINUED 

June 30,2014 and 2013 

NOTE E • PROPERTY AND EQUTPMENT 

Property and equipment and related accumulated deptedadon consisted of the foUo\nn$ at June 30: 

7014 7013 

Land and improvements $ 709,178 $ 764,767 

Buildings and building improvements 12,731,700 16,905,510 

Furniture, equipment and automobiles 7 941 029 6.920.98.3 

Total property and equipment 21,381,907 24,591,260 

Less accumulated depredation m 838174^ fn673 558\ 

Property and equ4>ment, net t 9 543783 

Depredation expense related to the property and equipment was $1,062,539 and $1,495,336 for the years ended 
June 30,2014 and 2013, respectively-

NOTE F - RELATED PARTY TRANSACTIONS 

NHS Pennsyivania is one of a group of affiliated organizabons related by way of common ownership and/or 
membership. NHS is the sole corporate member or parent cojupany of each of the affiliated organiaadons. NHS 
Pennsylvania has significant transactions with members of the affiliated ^up for administrative and support 
services, and ^dlity and equipment rentals. Repayment and receipt of amounts due to or from affiliated 
organizfldons is expected when cash is available. The Board of Directors authouzed NHS, at die disctedon of 
management, to charge a management fee to all non-profit subsidiaries of which it is the sole corporate member, in 
an amount not to exceed net income for the fiscal year. The amount due firom affiliated o^anizadons was 
$9,111,361 and $4,064,220 as of June 30,2014 and 2013, respecdvely. Depreciadon and amortizadon of assets held 
by one related party but used by others ia charged based on usage of the respective assets. For the years ended 
June 30, 2014 and 2013, depredation and amortization of $37,378 and $7^442, respectively, in esceas of the 
amount charged to it was cba^cd firom NHS Pennsylvania to NHS and other affiliated organizations. 

For the years ended June 30, 2014 and 2013, NHS Penns^vania incurred the following expenses with related 
parties: 

AdminisCcation and support services 

Facilities management 

Management fee 
Facility and auto leases and repairs and maintenance 

$ 18,905,481 
1,254,329 
1,900,000 

_Lm£Sl 

$21221621 

2013 

$ 15,804,279 
1,251,721 
3,100,000 

858.789 

12 



NHS Pennsyivanift 

NOTES TO CONSOLIDATED FINANCIAL STAl EMENTS - CONTINUED 

Juoe 30, 2014 and 2013 

NOTE G • SHORT-'IBRM BORROWINGS 

NHS Pennsylvania has a revolvii^ credit loan with mannuitn bocro\nogs to $15,000,000. Interest is payable 
monthly at ie one-month LIBOR rate plus (e£Eecuve rate of 3.44% and 3.50% at June 30, 2014 and 2013, 
respectively). The Joan expires in February 2015, The outstanding balance of dus loan TOS $14,501,702 and 
$1^826,702 at June 30, 2014 and 2013, respectively- This line of credit facility is secured by all assets of NHS 
Pennsyivaoia. 

NOTE H. LONG-TERM DEBT 

Long-term debt consisted of the fbllcnor^ at June 30: 

2014 

Mortgages and note payable 
Less current matundes 

791,902 $ 3.721,554 

JSSOID) ULSSL21D 

i 709799 

NHS Pennsyhrania obtained financing through varioxis mortage agreements to purchase residential properaes. 
Each note is secured by the undedying propcxty. Princ^al and interest payments are made in monthly instaUmcnts 
throughout the terms of d^e mortgages (5-20 years). Interest rates on the mor^s^es are based on both fixed and 
variable rates tan^ng from 5,25% to 7,13%. On July 24, 2013, Human Services Housing Company, IIC, a related 
party, entered into a tax-excn^t note and a taxable note through tiae limerick Township Industrial Development 
Authority (L'lIDA). The notes were used to finance the balance of certain mortgages payable, including $2,796,304 
of NHS Pennsylvania's mortgages payable. At June 30, 2014 and 2013, NHS Pennsylvania has mortgages payable 
outstanding in the amount of $541,902 and $3,411,554, respectively. 

At June 30, 2014 and 2013, NHS and NHS Stevens Center have a secured note payable outstanding in the amount 
of $250,000 and $310,000, teepectiveiy. The note bears interest at the Wall Street Prime Rate plus 0.50% (effective 
rate of 3.75% at June 30, 2014 and 2013). Principal payments in the amount of $5,000 are due monthly. This note 
expires in July 2018. 

(Coodzuied) . 
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NHS Peansylvania 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30, 2014 and 2013 

NOTE H - LONG-TERM DEBT - Coatmucd 

2 Punire Mfttujitieg and Pair Vahie of Long-T&fm Debt 

FutuM matunties of prmdpal payments on long'term debt, for the next Bve years, are as follows: 

2015 

2016 
2017 
2018 

2019 

82,103 

83,378 

84,823 
86,310 

286,625 

Hie estimated fair value of loog-tfitm debt, based on quoted market paces for the same or issues, 
approjomates its carrying value at June 30,2014 and 2013. 

5. Derivarive Irii>mifn.>nr« - Tmerest Rate Swaps 

In conjunction with the 2012 Cheltenham Township Industrial Developmental Authority (CTTDA) Bonds 
(Note j.3), on May 21, 2013, NHS Pennsylvania entered into an interest rate swap agreement with a fmanciai 
institution. The swap agreement Eaes the payments on a oodonal amount consistent with 2012 CtlDA Bonds 
outstanding. NHS Pennsylvania has agteed to pay a fixed taie of 1.27%. The cuftent swap agreement expires on 
May 13,2022. 

In conjunction with the 2012 West Noetiton Township Industoal Development Authoaty (WNTIDA) and 
LTIDA Bonds (Note J.3), on May 21, 2013, NHS Pennsylvania entered into an interest rate swap agreement with a 
finan<-ial iuscitution. Thc swap agreement fixes the payments on a notional amount consistent with 2012 WNTIDA 
and LTIDA Bonds outstaodir^. NHS Pennsylvania has agreed to pay a Bxed rate of 0.46%. The current swap 
agreemen t expires on J une 1,2018. 

The foUowmg tables provide details of cash flow hed^g instruments: 

2012CnDA 
2012 WNTIDA 

& LTIDA 

Balance sheer 
_ locadoft 

Other assets 

Other liabilities 

Fair 
value 

Notional 
amount 

52,515 f 6,169,255 

Race 
Rate paid «;eived 

1.2700% 68% LIBOR h^cTBank 

0.4600% 68% LIBOR M&TBank 

J7M\ 117,854 

(Continue^ 
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NHS Pcnnsylvajua 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONl'INUED 

June 30, 2014 and 2013 

NOTE H. LONG-TERM DEBT - Continued 

Tht repented tcrminatioa assets and liabilities, netting to |47,611 as of Jvme 30, 2014 in the table below, represent 
the estimated amounts NHS Pennsylvania would receive or pay to cenninate these contracts were they to be 
terminated at fiscal year end and prior to their scheduled end dates. 

Tenmnatioo assets June 30,2012 

Change in lvalue 

Termination assets June 30,2013 

Change in fair value 

Termination assets (liabilides) June 30,2014 

NOTE I • FAIR VALUE MEASUREMENTS 

2012 
2012 WNTIDA& 

CTIDA Swap LTIDA Swap 

112A63 

112,663 

r6Q.148^ 

I 

17-674 

17,674 

j22j2a) 

Total 

130.337 

130337 

ffl2.72A^ 

t f4.9041 t 471^11 

NHS Pennsylvania has cacegorked its bnandal instruments, based on the priority of the Inputs to the valuation 
technique, into a three-level fair value hierarchy in accordance with US. GAAP. The hierar^y gives the highest 
priority to unadjusted quoted prices in acdve markets for identical assets or liabilitiea ^Level 1 meaaureraents) and 
die lowest ptiority to unobservablc inputs ^.cvel 3 measurements). 

The three levels of the hierarchy under U S- GAAP are described below; 

Level i Finandsl assets and liabilities whose values are based on unadjusted quoted prices in active markets 
that are accessible at the measurement date for identical, unrestricted assets or liabilides. 

Level 2 Financial assets and liabihtiea whose values are based on one or more of the foUowiz^ 
1. Quoted prices for similar assets or liabilities in active markets; 
2. Quoted prices for identical or similar assets or liabilities in non* active markets; 
3. Pricing models v4iose inputs are observable for substandaily the full term of the asset or liability; 

or 
4. Pricing models whose inputs are derived prindpally from or corroborated by observable market 

data through correlation or other means for substantially the fuU term of the asset or liability. 

Level 3 Financial assets and liabilities whose values are based on prices or valuation techniques that require 
inputs that are bodi significant to the fair value measurement and unobservable. 'Ihese inputs reflect 
management's own assumptions about the assumptions a market partlapant would use in pricing the 
asset or liability. 

(Continued) 
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NHS Pennsylvania 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30,2014 and 2013 

NOTE I - FAIR VALUE MEASUREMEN'l'S - Continued 

In cetiain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In 
such cases, the level in the fair v^ue hierarchy ̂ thin which the f^ value measurement io its entirety &lls has been 
determined based on the lowest level input that is s^fjcant to the ^ value measurement in its entirety. Ihe 
NHS Pennsylvania assessment of the significance of a particular Input to the &r value measurement in its entirety 
requires ]udgment. and considers factors specific to die asset or liability. 

The following tables present information about the NHS Pennsylvania asset and habilxty measured at fair value on 
a recurring fc^s as of June 30, 2014 and 2013 and indictee the &ir value hierarchy using die madcet approach 
valuation technique to determine such fair value. 

2014 

Description 

Assets 
Interest rate swap 

Total assets 

Liabilicies 
Interest rate swap 

Total liabilities 

Description 

Assets 
Interest rate swap 

Total assets 

Quoted prices 
in active 
markets 
fLevelD 

Significant 
other 

observable 
inputs 

4LsifiUL 

Significant 
unobservable 

inputs 

-JLszsU}- Total 

i2ili I. $. 

% s-

Am I. 

Am t 

4.904 

<2124 

.2011 

Quoted pric 
in acdve 
markets 

Significant 
other 

observable 
inputs 

S^nificant 
unobservable 

inputs 
rLgvel31 Total 

1 130.337 $ < 130337 

$_m232 t 130.337 

(Continued) 
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NHS Pcnnsylvaflia 

NOTES TO CONSOUDATED FINANCIAL STATEMENTS - CONTINUED 

Jxine 30,2014 and 2013 

NOTE I - FAIR VALUE MEASUREMENIS • Contmued 

In reference to d;e financial instruments hdd by NHS Pennsylvania, the foUovnng provides a brief description of 
the types of finandai instruments, the methodology for estimating fm value, and the level within the hierarchy of 
the estimate. 

The interest race swap agreements are measured by alcemative pricing sources with reasonable levels of price 
transparency in markets iiu may not be continuously active. Based on the complea nature of incetest rate swap 
agreements, the markets these instruments trade in are not as efficient and are less liquid than that of the more 
mature Level 1 markets. These markets do, however, have comparable, observable inputs in which an alternative 
pricing source values these assets In order to arrive at s fair market value. These cbaraccerisdcs dassily interest rate 
swap agreements as a Level 2 input. 

NOTE J - COMMITMP-NTS AND CONTINGENCLES 

1. Lease Commitmeets 

KHS Pennsyivania has entered into lease agreements for real estate, vehides and equipment with vaoous vendors. 
NHS Pennaylvania also enters into formal leases with afBliatcs. Various leases, both with vendors and affiliates, ace 
renewed on a year>co>year basis, and are thus exduded fsom the future mtnimtim rental payments in the followit^ 
table. 

The following is a schedule of futuce minimum lease payments for opeiadi^ leases with noncancellable lease terms 
in escess of one yean 

2015 $ 4.005,185 
2016 3,579.971 
2017 2,763,252 
2018 1,935,529 
2019 843,970 
Thereafter 1,811^08 

t 14 939.215 

Rental expense for the years ended June 30,2014 and 2013 totaled $7,285,657 and $7,101,469, respecdvety. 

2 T i^hility Insurance 

NHS Pennsylvania maintains professional liability insurance coverage of $1,000,000 per occurrence up to an 
annual aggr^te of $3,000,000. The cost of professional liability insurance approximately amounted lo $1,326,000 
and $1,219,000 in 2014 and 2013, respectively. 

(Continue^ 
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NHS Pennsylvania 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED 

June 30,2014 and 2013 

NOTE J - COKMriMENTS AND CONTINGENCIES • Continued 

Thete arc knoMm inddenis occuchi^ through June 30,2014 thai may result in the asaectioo of claims against NHS 
Pennsylvania, and other dauns may be asserted arising from services provided to consumers in die past. In 
management's opinion, NHS Penns^vania has adequate insurance coverage with respect to each of these inddenis 
and does not believe that uldmate resolution of such daims would materially impact the accompanying 
consolidated balance sheet 

3. Guarantee of Debt 

Tnwn^hip Indiistrifl^ Amhoritv Revenue Bonds Series 2012 

On May 16, 2012, the Obligated Group of entities within NHS and NHS Pennsylvania issued $6,500,000 of 
revenue bonds through the CTIDA The 2012 CTTDA Bonds were issued by the CITDA to refund outscandif^ 
bond issues of NHS Youth Services, Inc., a rdated party. 

The obligations under the bond agreement are joint and several obligations of the Obligated Group of entities 
within NHS and NHS Pennsylvania. At June 30, 2014, $6,158,113 was outstanding under the bond obligations, 
which are guaranteed through February 2033. 

West Hofriton Township TVvdopmeni Authority Revenue Bonds. Series 2012 

On December 3, 2012, the Obligated Group of entities within NHS and NHS Penosylvama issued $8,165,000 of 
revenue bonds through the WNllDA The 2012 WNTIDA Bonds were issued by WNTIDA to refund 
ouCstandic^ bond issues of NFIS. 

The obligations under the bond agreement are joint and several obligations of the Obligated Group of entities 
within NHS and NilS Pennsylvania, The 2012 WNTIDA Bonds are secured by all assets of NHS Pennsylvania 
and gross revenues of the Obligated Group of entities within NHS. At June 30, 2014, $5,842,500 was outstanding 
undtf the bond oblations, which arc guaranteed through June 2018. 

TJmenck Township lDd>»<'Tial TWelopmeq| Authority-Revenue Bonds. Senes 2012 

On December 3, 2012, the Obligated Group of enddes within NHS and NHS Pennsylvania issued $8,165,000 of 
revenue bonds thmngh the LTIDA The 2012 LTIDA Bonds were issued by LTIDA to refund outstanding bond 
issues of NHS, 

The obtgations under the bond agreement arc joint and several oblations of the Obligated Group of entities 
within NHS and NHS Pennsylvania, The 2012 LTIDA Bonds arc secured by all assets of NHS Pennsylvania and 
gross revenues of the Obligated Group of enddes within NHS- At June 30, 2014, $5,842,500 was outstanding 
under the bond obligadoos, which are guaranteed throu^ June 2018, 

(Continued) 
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NHS PeniuylviiiiA 

NOTES TO CONSOLroATED FINANCIAL STATEMENTS . CONTINUED 

JuQe30,20l4 and 2013 

NOTBJ . COMMITMENTS AND CONTINGENCIES • Coodaued 

Klorriton TmimtKip TnAaWal Aurfaorifv Revenue BQPA Sfrira 2fi13 

Go November 5, 2013, the Obl^tEd Gtot^ of enddes withia NHS aod The Aitociedon for Independent 
Growth, Inc. (TAIG), a related party outside the Obl^ated Gcot^, lamed $9,92S,000 of revenue bonds throi^ 
the WNTIDA. widt NHS Pomaylvsnia u a giarantor, The 2013 WNTIDA Bonds were issued to refinarMe 
outsonding debt of NHS and otho nkted parties. At June 30, 2014, $9,108,116 was outstacsding under the bond 
obiigadoaa, \duch are guaranteed thros^ Apdl2029. 

On November S, 2013. the Obligated Group of enddes withbi NHS and TAIG. a related party outside (he 
Obligated Group, issued $1,881,012 (Sedcs A) and $1,732,239 (Series B) of revenue bonds through the LTIDA, 
with NH.S Pennfylvania as a guaeaatot. The 2013 LTIDA Bonds were issued to refmance outstanding debt of 
NHS and other related parties. At June 30, 2014. $1,776,444 Series A and $1,691,407 Series B was outstaading 
under the bond obligations, which are guaranteed through April 2022 and January 2027, respectively. 

On June 27, 2013, life Tree Pharmacy Services, Inc. (life Tree), a related patty, entered into a $1,400,000 term 
loan with a financial innticutiDD, with NHS Pennsylvania as the guanntoe, to finance the purchase of assets of Life 
Tree. The loan is secured by all assets of Life Tree. At June 30, 2014 and 2013, $1,168,177 aod $1,400,000, 
respecdvely, was outstanding under this term loan, which is guaranteed through July 2018. 

On June 27, 2013. Life Tree entered into a $1,000,000 line of credit with a financial insutuiiou, with NHS 
Pesmayhinia as the guarantor, to finance wooing coital of Life Tree. The line is secured by all assets of Life Tree. 
At June 30,2014 and 2013, |-0-was outstanding under this line, which expires June 2015. 

Tffffflhlt Hnfff 

On November 5. 2013, the Obligated Grov^ of within NHS and TAIG issued a $3,853,869 tixahle note 
with a financial institution, wuh NHS Peons^vania as a guarantor. The taxable note was issued to cefioaoce an 
outstanding Une of crediL At June 30,2014, ^,690,441 was ountandiog oo the note, which is guaranteed throu^ 
NoveiTd>cr 2023. 

The guarantee of debt requites NHS Pennsylvania to comply with certain tctms, covenants, provisions and 
conditions, including, but not limited to, Ibrutatioos on additional indebtedness and satisfiictioo of certain measures 
of financial performance. NHS Pennsylvaiua was ia rom;riianc^ with aB finandaJ covenants as of June 30, 2014 
and 2013. 

(Continued) 
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NHS Pemuylvanu 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS • CONTINUED 

June 30, 2014 and 2013 

NOTE J - COMMITMENTS AND CONTINGENCIES - Continued 

4. Sdf-ln^urod 

NHS provides vision, dental, prescripaon, unemployment and workers* compensation coverage on a self-Insured 
basis to substantially all employees of NHS. 

Management bas established pcemiums for the self-funded plans based upon the combined clartns history of all 
plan members. Additionally, NHS maintains a reinsurance policy for workers' compensadon claims that exceed 
specified deductibles on an individual and ablegate basis. 

Due to the complexities and uncertainnes involved In the actuanal evaluations, actual results could vary 
signidcantly from the estimated projecdons. 

5. Dti^tion 

NHS PeoosylvaAia is from to dme subject to routine lidgadon iuddental to its business. Management and its 
counsel believe that insurance policies are suffrdent to cover potcndal sctdements and that any pending litigation 
will not have a materially adverse effect on NHS Pennsylvania's consolidated balance sheets. 

NOTE K - FUNCTTONAL EXPENSES 

NHS Pennsylvania is comnutted to delivering, or suppottsng the delivery of, behavioral health and intellectual 
developmental disabilities to residents within Its geographic location. Expenses related to providing these services 
are as follows for the years ended June 30: 

2QU Ml 

Prt^rani expenses 
Behavioral health 
Intellectual developmental disabilities 

Education 
General and administrative expenses 

Indirect costs 
Management fee 

Total expenses 

NOTE L • SUBSEQUENT' E'VENTS 

$ 90,664>»3 $ 94,548.783 
32,719,144 31,681,746 

11,059,757 7,901,154 

17,922,432 17,401,467 

11U 26^676 11S4 633172 

NHS Pennsylvania evaluated its June 30, 2014 consolidated flnandal statements for subsequent events throu^ 
October 30, 2014. NHS Pennsylvania is not aware of any subsequent events wbich would require recognition or 
disclosure in the consobdated stat^ents. 
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NHS Penosylvinia 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year ended June 30,2014 

NOTE A - BASIS OF PRESENTATION 

llie accompanying Schedule of Ezpendinues of Federal Awards includes the grant escpeoditures of NHS 
PennsylTania and is presented oo the accrual basis of accounting. The information in this schedule is presented in 
accordance with the requirements of OMB Circular A-133, AMiMts oj States, iMoi Gevtmmtnis, and 
Or^nis^ens^ and other guidelines of pass>through agencies. Therefore, some amounts presented in this schedule 
may differ from amounts presented in, or used in prepantioo o£, the basic consolidated financial statements. 

NOTE B • PENNSYLVANIA CONFIRMATION 

The audit confirmation received from the Commonwealth of Pennsylvania, Department of Public Welfare 
contained Medicai Assistance payment history foe the period July 1, 2013 through June 30,2014. These payments 
represented all payments made through the Provider Reimbursement and Operations Management loformanon 
Systems (PROMISe). This payment history contained payments for expenditures for the period ended June 30, 
2014, as well as prior fiscal years. The Schedule of Expendituces of Federal Awards concaius only the expenditures 
of the funds received related to the year ended June 30,2014. 
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o GrantThornton 

R«portof Independont CertW«d Public Aeccuntanlc 
on Internal Control Ovor Financial Reporting and on 
Compliance and Other Matters Required by 
Oovemmcnt AudMng Standards 

Grant ThorMen LLP 
2001 Market Sfreel.Sutte 700 

FA 19i0>7i]80 

T216.56J.4200 
F 215561.1066 
Granfnvrrton.ccm 
bikdiVlprantTtamtOiiUS 
twiaet.com/GrantTJiomtonUS 

Officers and Directors 
NHS Pcnnsylvana 

We have aucUcedt in accordance with auditing standards generaliy accepted in Che United States of 
Amedca and the standards applicable to financial audits contained in Qyvfrnmnl AnSting Slandards 
issued by the Con^lroUer General of Che Untied States, the coosolidatcd financial statcmeau of 
NHS Pennsylvania, which con^rise the consolidated balance sheet as of June 30, 2014, and the 
ceiated consolidated statements of operations and changes In unrestricted net assets and cash flows 
for the year then ended, and die related notes to the consolidated finandai statements, and have 
issued our report thereon dated October 30,2014, 

Inlvmal control over financial reporting 
In planning and perforndng out audit of the consolidated financial statements, we considered NHS 
Pennsylvania's internal control over financial reporting C%ifemal control'^ to design audit 
procedures that are a^^ropciaCe m the circumstances for the purpose of expressing our opinion on 
the consolidated financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of internal control. Accordingly, we do not express an opinion on the effectiveness of 
NHS Pennsylvania's internal conCtol. 

A deficiency in internal contrc^ exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis. A material weakneas is a defidency, or a 
combination of deficiendes, in internal control, such that there is a reasonable possibility that a 
material misstatement of NliS Pennsylvania's consolidated finandai statements will not be 
prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiendes in incemal control that might be materlaJ 
weaknesses. Given these limitattons, during our audit we did not identify any defideodes in NHS 
Pennsylvania's internal conctol chat we consider Co be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and other matters 
As pert of obtsinbg reasonable assurance about whether NKS Pconsylvsnia's coiisolklaccd Scumcitl 
statements are free from mitetiai misstatement, we perfocrt^ testa of its compliance with certM) 
provisions of laws, regiUaoons, contocts, and ^ant agiectneats, noncompbance with which could 
have s direct and matedal effect on the detemiioatson of finandal statement amounts. Howrves, 
providing an opinion on compliance with those provisions was not an ob^cttvc of our audit, and 
accordingly, we do not express such aa opmion. The results of our tests dtsdosed no Instances of 
rtOAComplsance or other matters diat are tecfuired to be reported under Cmnmn/ yUdti^ Siiu in dr. 

iDicoded purpose 
The purpose of this report is soldy to the scope of our testing of interna] control and 
compliance and (he results of chat testing, and not to provide an opinion on the eftoxveoesa of 
NHS Pennsylvania's iaceroal control or on compliance. Hiis report is an integral part of an audff 
performed In accordance wish GWwxcentf S^n^ardt in considering NHS Pennsylvaiua*s 
btemal control and ccanpliancc. Accordut^, this report is not suitable any other puipose 

Philadelphia, Pennsylvaoia 

October 30,2014 
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o GrantThornton 

Report of Independent Certified Public Accountants en 

Compliance for Each Major Federal Program and on 

Internal Control Over Compliance Required by 

0MB Circular A-133 

Gnm'nwmMi LLP 
?00I Market Street. Siate 700 
PAiladelpM. PA 19103-7080 

T 215.561.4200 
f 215.561.1066 
GranlTl^omiDn.cflm 
linhdin/GrantTliofAtcoUS 
tniner unvl^arilllwrntfiriUS 

Officers and Directors 
NHS Pennsylvania 

Report on compliance foe each ma|or federal program 
We have audited the compliance of NHS Pennsylvania with the types of compliance roiuiremcnts 
described in the U-J. Managtrmns and Hull's OAliJ Circular A-Dd Cmpdanec that 
could have a direct and material effect on each of its major federal programs for the year ended June 
30, 2014. NHS Pennsylvania's major federal programs arc identihed in the summary of auditor's 
results secdon of the accompanying schedule of findings and qucadoned costs. 

Management's responsibility 
Management U responsible foe compliance with die requirements of laws, regulatioos. contracts, and 
grants applicable to NHS Pennsylvania's federal programs. 

Auditor's responsibility 
Our responsibility is to espcess an opinion on compliance for NHS Pennsylvania's m^or federal 
programs based on our audit of die types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance vdih auditing standards generally accepted in the 
United States of Ameuca; the standards applicable to financial audits contained in Copentm/i! Auditcff^ 
Standardt issued by the Comptroller General of the United States; and OMB Circular A-133, Audits $f 
States, Local Gwcmments, aad l^on-Projis Orgtni:^Qns. 

The above-mentioned standards and OMB Circular A-133 require that we plan atid perform the 
audit to obtain reasonable assurance about whether noncoropLancc with the types of compliance 
requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes cKamining, on a test basis, evidence about NHS Pennsylvania's 
compliance with chose requirements and performing such other procedutes as we considered 
necessary in the circumstances. 

We believe that our audit provides a reasonable baais for our opinion on compliance for Its major 
federal prc^eams. However, our audit does not provide a legal deterrainauon of NHS Pennsylvania's 
compliance. 
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OpuuoD on each major federaJ program 
In our opinion, NHS Pennsylvania complied, in ali matedai respects, with the types of compliance 
requirements referred to above that could have a direct and inatermi effect on its major federal 
programs for die year coded Jooc 30,2014, 

Report on Internal control over compliance 
Management of NHS Pennsylvania is responsible for designing, implementing, and maintaining 
effective internal concroi over compliance with the types of compliance requirements referred to 
above. In planning and performing our audit of compliance, we considered NHS Pennsylvania's 
internal control over compliance with the types of compliance requirements that could have a direct 
and material effect on the major federal programs to des^ audit procedures chat are appropriate in 
The circumstances for the purpose of expressing an opinion on compliance for the m^or federal 
programs and to test and cepocC on internal concroi over compliance In accordatice with 0MB 
Circular A-133, but not for the purpose of expressing an opinioo on the effectiveness of internal 
control over compliance. Accordingly, we do not express an opinion on the effectiveness of NHS 
Penns^vama's internal control over con^Iiancc. 

A defiden^ in internal control over compbance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing thai 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal centred over 
compliance is a deficiency, or a combinadon of deficiencies, in internal control over compliance, 
such that there is s reasonable possibility chat material noncompliance with a type of compliance 
requirement of a federal program will not be prevented, or detected and corrected, on a tamely basis. 

Our consideration of internal control over compliance was for the limited purpose descdbed in the 
first pan^raph of this section and was not deseed to identify all deficiencies in internal conccol 
over cotnpliance that mi^t be material weaknesses or s^mficani deficiencies. Given these 
limitations, during our audit we did not idcndfy any deficiencies in Nf IS Pennsylvania's inittnal 
coqtrol over compliance that we consider to be niaf^iaT weaknesses. However, material weaknesses 
may exist that have not been identified. 

Intended purpose 
The purpose of this Report on Internal Control Over Compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133. Accordingly, this report U not suitable for any other purpose. 

i-L-P 
Philadelphia, Pennsylvania 

December 19,2014 
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NHS Pennsylvania 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year ended June 30,2014 

Section 1 - Summary of Auditor's ResuUa 

Financ/aJ Statemeats 

Type of auditor's report isaued: 

Internal cona^ over financial reporting; 

* Material weiknes8(es) identified? 

* S^;nificant deGcienc7(ie9) identified that are not 
considered to be material 'weakne8s(es}? 

* Noncompliance material to financial statements noted? 

Federal A wards 

Internal control over major pt(^taius: 

* Material we9kneM(es) identified? 

* Si^iiilcant deficiency^) identified that are not 
considered to be material weakness(es)? 

Type of auditor's report issued on con^iliance for major programs: 

Any audit findings disclosed that are required to be reported 
in accordance with section 510(a) of Cin^dac A-133? 

Idendfication of major programs: 

CFDy4Numhm 

93.778 
93.658 

Unmodified 

yes no 

7« 

X none reported 

JL no 

7® no 

yea X none reported 

Unmodified 

7« X no 

Namt Fideml ^ ChM 

Medical Assistance (Medicai<^ 
Foster Care: Tide IV-E 

Dollar threahold used to distinguiah between qpe A and type B prc^cams: 9757,858 

Auditee qualified as low-ask auditee? X yes no 
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NHS PefuuyiTMH 

SCHBDULB OF FINDINGS AND QUBSTIONBD COSTS • CONTINUBD 

Yor ended June 30,2014 

Section II - Fiiuadiil Suicmeoi Finding 

No mattm rnjuired to be reported. 

Section III - Federal Award Findings and Questioned Costs 

No matters retpired to be repocteci 
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NHS PamsylvaQjA 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Year ended June 30,2014 

Nose noted 
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o Grant Thornton 

Qrait Thnton LLP 
2OOlUartMSlre0t. SUM 700 
RifiOeeiua, PA 1910^7080 

T215.501.4200 
Rupert of Irtdopondent Certified Public Aceountonto P21&.S611066 
on li>dlr««tCo«t Allocation 

tvrOer.eojMjrannhQniBMjS 

OtBcea anU DirecTon 
NHS Pcomylvanu 

We bare esanuned mani^einenc'a asaenioQ about NHS Pennayhraiua'a <^fnp>iAnf<' with the 
Commonwealth of PcncksyWaaia, Deparanent of Public Wel&re, Snrtion 4300.94 of the Tide 4300 
ccgulabofta during the year ended June 30.2014. Management is ceapofuible for NHS Penoa^Tania** 
cooi(4iaflce with those requiremeots. Our responaibiHty a tu expma an opiuiuu ou nauagemeui** 
aaaertion about NHS PennsyKrania'a compbance baaed on our cxamiflatioo. 

Our examination was made in accordance with standards established by the American Inadcute of 
Certified Public Accountants and, accocduigiy, included examining, on a test basis, evidence about 
NHS Pennsylvania's compliance with those rcquiremeuis and performing such other procedures ai 
we considered necessary in the circumstances. We bebeve Chat our examination provides a 
reasonable basis for our opinioa Our examination does not provide a legal dcicrmination on NHS 
Pennsylvania's compliance with the Commonwealth of Pennsylvania, Department of Public Welfare. 
Section 4300.94 of ^e Tide 4300 r^ulaQons. 

In our opinion, managemcnr's assertioa diet NHS Pennsylvania is in compliance with the 
Commonwealth of Pennsylvaaia, Department of PubUc Welfare. Section 4300.94 of the Title 4300 
tcgulaticma during the year ended June 30.2014 is faidy suied, in all material respects. 

This report is inteiMled for the inftxmatioo and use of the Audit Committee, Board of Directon and 
management of NHS Pennsylvania; the Commonwealth of Pennsylvania, Department of Pubbc 
Wdbve; and any of tbeir authorised representativea and ts uoi intended to be and diould not be 
used by anyone other than these specified parties. 

Philadelphia, Pennsylvama 

DecembarlO, 2014 
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NHS Penusylvuiu 

INTELLECTUAL DEVELOPMENTAL DISABILITIES COST REPORT 
SCHEDULE A - EXPENSE REPORT 

Yac ended June 30, 2014 

Expe«ises by category 
Pr^rvc direct care staff sakiy/wagrs {Schedule D) 
Progtaitt direa care staff ERE (Schedule D) 
Oifaer pr^ram staff sahry/wages Schedule D*1) 
Other prt^cim naff ERE (Schedule D<1) 
Contracted staff (Schedule 0-2) 
AdmimstiaUTe staff salary/wagea (Schedule D-3) 
AdminiiUadvc staff ERE (Schedule D-3) 
Program supplies (Schedule P) 
Other vehicle eapeobe (Schedide H>1) 
Other ptogram et^ense {Schedule P) 
Tnospotcai3oa • parocipom moioz vehitde (Schedule B-1) 
Transponacion * partkipani (Schedule I) 
Other occupancy expense {Schedule P-1) 
Depteciation • buddings (Schedule E) 
Depceoiatfoa - fixed aasets/eqiipmcni (Schedule E-2) 

Total expenses, etcluding residential occupancy 

Cooldbudons/ttfveoue {expense offset) (Schedule B) 

Ezpenaes, net of contnbutions/ieTenue 

ResidesMia] occupancy 
JUsidendal occupaocy (Schedule J) 

Total expenses 

Excluded Non> 
Allowabk Wairec 

% 

30,481 

30,481 

30,481 

I 30.4B1 

Eligible 
Expenses foe 

Waiver 
Partiqpants 

11,100,067 
3,4»,785 
2,685,073 

844,627 
1,141,515 

242,163 
72,582 
43,704 

3,814,950 

1J384,113 
335,170 
14,652 
11.758 

24,888,159 

^ 

24,887,598 

I 24,888.159 

Puenihedcal lefereoces above refer to other schedules vithin the rnt»Jin^f^»^i RepotX, which ate 
not included as part of the suppkroental infbcmatioo. 
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NHS Peauftylv&ua 

INTELLECTUAL DEVELOPMENTAL DISABILITIES COST REPORT 
SCHEDULE A - EXPENSE REPORT RECONaUATlON 

Yeu ended Juoe 30,20H 

Schedule A Column F Recondluiion 

E^iemes bf ceugory 
ProgBin dtrecT cut wifF uhrf/wt^ ̂ khcdnfe D) 
Pro^nm duecl eve ttifl ERE (Schedule D) 
Otfaa pngMD SUIT Mlv^/mge* (Sclwii^ D*l) 
Other pro^mn ERE (Schedule I>>1) 
CoTMneicd etalf (Schedule D-2) 
AdfTunutnOve itaff akcy/wi^ Schedule D-S) 
AdmuuKnovv itaff ERE (Schedule D-3) 
Piu^nuji su^lm (S^IK Juk F) 
Ochee vriuek expenee (Sehohde E-l) 
Other peuj;xam cxpcnie (Schedule 
Toniportation • porticjpanc motor vehicle (Sdiedule £•!) 
Tnneportenon • paracipenc (Schedule I) 
Other occupincy expcnite (Schedule F-1) 
DeprecudOQ • buitdinge (Schedule B) 
Depreciation • fixed UMn/eijuipment (Schedule B-2) 

Total expenM», excluding cebdentiel occupency 

Cotfsibuiimu/rcvenue (expafue offeet) (Schedule B) 

Expemea, net ofconiribuiions/rmnue 

RcadenBil oco^ane^ 
Reaidennai oooyancy (Scfaedukj) 

Audit 

PHpNf 
Bxpenaca for 

Vaiver 
Panifipanw 

111.100,067 
5.4»,7$5 

B44>27 
1.141.616 

242.166 
72.502 
46.704 

6J614.9S0 

1,024,113 
333,170 
14,652 
11.758 

24,888,159 

561 

24,867,698 

Coet Report DiSetsnce [A] 

Qligible 
Et^cnaes foe 

Paetkapama 

Ilt.l0l>,0«7 
6,499.785 
2.685,073 

844,627 
1,141,516 

242,166 
?2.5«2 
46,704 

6,814.960 

1.084,116 
333.170 
14,652 
11.758 

24,888,159 

^ 

24,607,398 

P%-M» 
Bxpenfeafoc 

Paroopanta 

Toal ••[ I24W1S9 $24«a.l59 

Schedule R Column B ftecoodhaooa 

Total revenue • varm 

Auda Cvei Report Difiaence 

831.146.482 861.146^482 f 

PiMfUhetical cafareoee* above sefer to other icheduJes vkhm the InceDeoual Devclopmeetal DiMhilibci Coat Reporr, vhich ait 
nor included aa pan of the aupplemencal ioformtioo. 

66 


